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The Recent Pattern of ConSumptiim

CDNEUMER buying reached e peak rate in the thwd
nertar of 1953, nnd has since declined only stightly in total.
he comparative strength of consumer purchasing hos been

a suatpimng morket factor, but variations among commedity
and serviee purchnsing have had important conseruences on
business snles aod on employment and income. NIUMLErs
telke nenrly two-thirds of the totol output of geods and serv-
jees, and the intensity of their demand i3 on important in-
fluence on the course of total businesa activity.

Trom the point of view of busibess fivms, mojor interest
centers in the volume nnd shifts in consumer purchases by
lines. Trom the point of view of genern! business analysis,
intoreat focuses on the trend of purchasing power and its
nse. This article s concerned with analyses bearing on
hoth aspecta. -

Recent purchases of goods

The developments in consumer demnand ir the past yesr
may be charnsterizad by: (1) o leveling off in total consuinp-
tion expenditures not far from the high renched in the lotter
part of 1953 ofter a period of sustained sdvance; and (2) o
ghift in purchases among mgjor types of ponde 2nd services,

Total personal consumption expenditures for goods and
services reached an annunl rede of $231 billion in the thied
?uartur of 1953, A smsll drop of 51 billion oceurred in the

ourth quarter, and preliminory indicntions are that this
rtz was maintainad in the first quorter of 1954, Purchnsing
power, as mensured by personol disposable income, also
showed little chnngs after the third quarter of last year.
The cut in personnl mcome tax rates whinh went into affect
on Janvary 1, 1944, contributed to the maintensnce of this

A er which so far in 1354 iz higher than & yenr ago,
though off alightly from the mid-1%53 high point.

_Mixed trends in the pattern of buying within a compars.
tively stoble total have bad important effacts on total
modustion and employment.  The following tabla shows
the changes in major categories of consumer purcheses from
the firet quarter 1053 #0 the firet quarter 1954, computed
from preliminary estimates of recent buying.

the third quarter of 1953 to the first querter of 1954,
consumat buying of goods dropped about 2 pereent.’ This
was icl]:artl:,r offset by o rize in oxponditures for services, of
which shout balf is accounted for by the increase in housing,
The decline in the purchases of durable goods was quite pro-
hounced, amounting to about 7 percent during this period,
moet of which ocourred jn passenger automobiles and parts.
In contrast, purchases of nondurables declined vary littls.
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The divergence in the movement of goods and services had
an important impact, sinco & given change in expenditures
for services hag o nmsch smaller effect on employment ond
Erﬂdunﬁm than an equal chnage in purchazes of goods. This

ifferentinl affect pardly sccounts for the more noundced
declines in the consumer goods induséries than is apparent
frem tho smoll decline in totol consumption. The appreci-
ahle drop in goods purchased resulted in unfavorable inven-
tory-sales ratios in many lines and the industries affected
curtniled theix purchoses of matonals and reduced production
in oo nttempt to eurtail stocks.
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Froduction was affected move by the decline in Federal

verpment purchases and by the lowered business purchas-
ing to ndjust inventories than by the chu.nﬁ in consumer
buying. ]Mu.uy firms built up inventorica to the point whers
in mid-19563, with o general er of demand pressures in
the economy, they appeseed high n relotion to curreat and
paticipated demond. Manufachuing and trade stocks were
reduced primarily in the durable goods sectors, slthough
some liguidation sleo cecurred in nondursble iim}s even
though hera inventory-snles ralios ware not porticularly

high.
Personal saving maintained
The recent. parallal movement batwesn personal eonenrp-

tion and incoms has been wecompanied by the mointenaace
of the volume of personal snving at nbout the rats of the

preceding 3 yoars, In this period, the ratio of pérsonal
saving to disposable pemsonal income has been higher than
stwar years and of the prewsr

the nverage of the enrlier
BITE. C%rmpunﬂingly, e ratio of spending to incoma
Eﬂﬁ been lower. : :

5



6 BURVEY OF CURRENT BUSINESS

In 1958, consumer_expenditures comprised 93 percent of
dispoasble ingome, The ratio was feirly steady throupghout
the qusrters of that year ind preliminary indieations sre
that 1t wea roughly the same in the first quarter of 1954
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Consumer expenditures have poralleletd
disposable incoma in the past thres years
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The spending-incoms ratio of the past 3 years compnred
with ax average of about 96 parcent in the hig};hemplnymant
peacetime years of the past 3 decades, 8 gpending-
ingome ratio was high in the 194750 period from
94 perceni to 98 percent. This was amoociated with the
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special entehing-up influences following World War 1T 4
consumers bovght goods unavailabls or in b supply
during the wor. As theas influences diminished in force in

the subsequent period, the spending-income ratis declined.

Consumers’ teking of total output

Ancther way of appraising the position of consumption is
to consider it in raﬂlt.iﬂu to mmﬂ?mput. Although total
personnl consumption expanditures ware ot o peak 10 1653,
their proportion to gross nations] produst was guite low—
63 percent. This compares with 69 percent in 1948, 71
percent in 1940, snd 76 percent in 1029. In Inet, in the
past three decades coly in the wor yenrs 1942-45 has the
eoneumer portion of tetal sales been lower than in the
Eorean period. :

This ratio in the past 3 Fears is a reflection of 4 shift iz tho
use of rescurces with more going to the rﬁﬂ‘?arnmenh military
programn snd less to private buying. The Foderol govern-
ment, a8 it stepped ug.atha defensa program, inereased its

m & p

share of .total outpat ercent in 1950 to 16 t
in 19563. This was sccompanied by & reduction in the pro-
portinn of personal conswmption itures to gross

national product from 68 percent in 1950 to 63 percent in
1963, though sonsumption in over this d. The
proportion of investment to total produot declined modar-
a from 1950 ta 1953,

The sitn in Federsl government purchases was
accompanied by an ihoresse in personnl tax rates which
regulted in & much smoller incrense in disposable personal
income from 1B6Q to 1953 than in personal incoma, Thus,
wa the folluwin§ table shows, the decline from 1950 to 1953
in the ratic of consumption to persongl income—uamoly
& porcentage points—was the sume az the drop in the pro-
porition of consumption to gross naticnsl produat.

This com with s veduction of lees than 2 percentoge
points in the ratio of consumption to dispoanble income,
which decline accounted for an ingrense in saving redio.

When these ratios for 1963 are compared with 1029, the
shift is even mors pronounced—ihe retios of consumption
to gross notionnl product and. personal income declined by
almoat the same amount—aboui 12 percantnage pointa each—
whepaas tha ratio of consumption to disposebls income
dropped by lezs than 3 percentoge points.

This shift simply reflects the greaier imporbance of govern-
ment requirements now than o quarter of & cantury ago, a
diffarence neeounted for by defanaa neada sinea the growth of
other g:-vamment- servicea hns been in line over this periad
with the earlier trend. A reduction in government needs,

‘secompanted by a eut iti parsonn] toxes, would make possibile

u shift in resources to persensl consumption and a rise in the
propertion of the consumer's shave of the nationnl produat.

The shift in resource use may ba viewed in terms of the
long-run trend of the thres major components of nationsl
product—eonsumer purchuses, investznant, snd government
purchesos. In tha paat 50 years, ronl personel congumption

F ~ expenditures bave showm a persiatent long-term growih

averaging 2.7 percent per year, exclusive of the depression
vears of the th?rtiu and war periods,

Fluctuntions around this growth trand have been much lass
pranounced thon the awings around the lomg-term trend of
investment ang povernment purchasea—in other words con-
sumption has besn more stable than the other two. Real
investment has shown wide fivetuationa sbout o secular
growth trend which hos av & libtle more than 3 pernant
per vear, Govermment purchases of & and sarvicea, in
real terms, including the Federal and State and local govern-
mente, have for obyious reasots shown the moat pronounced
swings in war and defensa periods. Asida from such periods,



-

, Woa ot R oxcep

April 1954

however, these purcheaes have tended upword at an aversge
rato of about 4 percent per year. The trends of these thren
major sectors bavs comEine.d in & long-term growth of the
nation’s putput at a rate averaging 3 percent per year.
Between 1050 and 1953 reol Hﬁml comsumpiion expan-
ditures increased § percent. iz was & aomewhat slower
rete than that indiceted by tha secular growih, but even
with the rapid expansion of military needa duving this period
we werd able to expand real per capitn purchases of goods
gnd services by a modernte amount. investiment, which
; high rate in 1950 rose further in 1951
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to est government and other needs, and subsequently de-
ciined in relation to total cutput. Government purchases in
renl terms, oo the other . increased by four-fiftha,

The buying dollar

Some

nounced changes in the paitern of consumer

buying of Jdiferant goods and services have been evident in-

the caveral years. Ans the chart indicates, consumers in
1953 used 35 cents out of each dollay spant for food, alcoholic

} bever%na, nnd bobeceo—o proportion which was consider-

ably nbova prewar years; they apent 9 cents on clothing and
ahoea-beluﬂmthnh in the earlier postwar yeara a,ndqiﬁ the
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prewar period; they spent 11.5 cents on housiog, o larger
Proportion than in 1548, but smaller thon in the prewnr
peviod, It is interesting bo nole that the proportion spent
on the ¢ombined uuﬁeﬁrﬂi&s of food, beverages and tohacco,
elothing, and shelter been fairly stobls ip the past 25
yeors, exclusive of the war period—aversging around 55
cents put of anch dollar apent.
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Some shift hos also been evident from prewar in the
proportion going for autos and poaris—6 contz out of sach
sxpenditure dollar in 1953, compored with 4 cohts in 1929
pnd 1941. The proportion spent lor the remaining goods
and servicas ne a group hos been fairly constant since 1941,
although smoller than in 1929, The detailed eomposition
of this heterogensous prouping bas, of course, chenged

Soma of the changes noted have resulied from the fact
that consumers tend to spend proportionately mora on certnin
goods services hs moome mses, ‘This is the cass, for
example, for autos and parta and te @ lesser extent for spme
major {ypes of consumer durables. ) -

imilar shifts ers avident in econsidering the ratica ef
consumption by major catcgocics to dispossble perscnal
innqrrés. The following table shows these ratios for spenified
periods. -

Consumption-income relations

Expenditare-income relationsbips are useful in furnishing
guides to the eurrent patterns. Sl;gniﬁcm:lt shifts have at
times oceurred because of sperinl factors, and as o conse-
quenge, simple reladionehips, such ns ratics or linesr ro-
gressions, will not account for all of the changes.  Judgmoent
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Shifts in Consumer Buying

Maijor groups of purchases as a percent of
tofal consumer expendiiures
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must be used in selecting those years which sre not domi-
natad by spacizl nnd temporery influsnees, Alao, the vesults
Lave to be weighed with cora,

The short on page 9 shows the patiorn of consumpdion
in relation to dispospbic personal income for the periad
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CDNEUMER buying reached e peak rate in the thwd
nertar of 1953, nnd has since declined only stightly in total.
he comparative strength of consumer purchasing hos been

a suatpimng morket factor, but variations among commedity
and serviee purchnsing have had important conseruences on
business snles aod on employment and income. NIUMLErs
telke nenrly two-thirds of the totol output of geods and serv-
jees, and the intensity of their demand i3 on important in-
fluence on the course of total businesa activity.

Trom the point of view of busibess fivms, mojor interest
centers in the volume nnd shifts in consumer purchases by
lines. Trom the point of view of genern! business analysis,
intoreat focuses on the trend of purchasing power and its
nse. This article s concerned with analyses bearing on
hoth aspecta. -

Recent purchases of goods

The developments in consumer demnand ir the past yesr
may be charnsterizad by: (1) o leveling off in total consuinp-
tion expenditures not far from the high renched in the lotter
part of 1953 ofter a period of sustained sdvance; and (2) o
ghift in purchases among mgjor types of ponde 2nd services,

Total personal consumption expenditures for goods and
services reached an annunl rede of $231 billion in the thied
?uartur of 1953, A smsll drop of 51 billion oceurred in the

ourth quarter, and preliminory indicntions are that this
rtz was maintainad in the first quorter of 1954, Purchnsing
power, as mensured by personol disposable income, also
showed little chnngs after the third quarter of last year.
The cut in personnl mcome tax rates whinh went into affect
on Janvary 1, 1944, contributed to the maintensnce of this

A er which so far in 1354 iz higher than & yenr ago,
though off alightly from the mid-1%53 high point.

_Mixed trends in the pattern of buying within a compars.
tively stoble total have bad important effacts on total
modustion and employment.  The following tabla shows
the changes in major categories of consumer purcheses from
the firet quarter 1053 #0 the firet quarter 1954, computed
from preliminary estimates of recent buying.

the third quarter of 1953 to the first querter of 1954,
consumat buying of goods dropped about 2 pereent.’ This
was icl]:artl:,r offset by o rize in oxponditures for services, of
which shout balf is accounted for by the increase in housing,
The decline in the purchases of durable goods was quite pro-
hounced, amounting to about 7 percent during this period,
moet of which ocourred jn passenger automobiles and parts.
In contrast, purchases of nondurables declined vary littls.

1. It may be neted khot tho desding 1o seosonialiy odjassd matall sales b thind quarter
1963 o ek ey o ! of goods ol 3

ity I woa 3 porconé,.  The dealing In Gofddmsr B
rechk hmnr oItk Elo robull bt et . Dot of thnmgumld wetailons arg
ImiaLnaar pso st pfbho sebes of the bafiting o herd wars and doem Doplemong
dinbmey mre btoghl han portapol ooty growps bars shown mwory

othaar 4 Punn
Promsumend deelines vhon $he obher oalwe Rinds of rotal basinossos,

MIEF BETATIETICIAN AMD ASJIRTAMT L-
OM OF THE OURREMT BUBIMNESE ANALYEIA

NOTE~MA. FARADISN 18
RECTO Ylg‘lﬂ
REFCARATION OF THE ARTICLE.

E R, ME. L. JA
DIVIRTON ASBIETEIY IN THE

The divergence in the movement of goods and services had
an important impact, sinco & given change in expenditures
for services hag o nmsch smaller effect on employment ond
Erﬂdunﬁm than an equal chnage in purchazes of goods. This

ifferentinl affect pardly sccounts for the more noundced
declines in the consumer goods induséries than is apparent
frem tho smoll decline in totol consumption. The appreci-
ahle drop in goods purchased resulted in unfavorable inven-
tory-sales ratios in many lines and the industries affected
curtniled theix purchoses of matonals and reduced production
in oo nttempt to eurtail stocks.
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Froduction was affected move by the decline in Federal

verpment purchases and by the lowered business purchas-
ing to ndjust inventories than by the chu.nﬁ in consumer
buying. ]Mu.uy firms built up inventorica to the point whers
in mid-19563, with o general er of demand pressures in
the economy, they appeseed high n relotion to curreat and
paticipated demond. Manufachuing and trade stocks were
reduced primarily in the durable goods sectors, slthough
some liguidation sleo cecurred in nondursble iim}s even
though hera inventory-snles ralios ware not porticularly

high.
Personal saving maintained
The recent. parallal movement batwesn personal eonenrp-

tion and incoms has been wecompanied by the mointenaace
of the volume of personal snving at nbout the rats of the

preceding 3 yoars, In this period, the ratio of pérsonal
saving to disposable pemsonal income has been higher than
stwar years and of the prewsr

the nverage of the enrlier
BITE. C%rmpunﬂingly, e ratio of spending to incoma
Eﬂﬁ been lower. : :
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the qusrters of that year ind preliminary indieations sre
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The spending-incoms ratio of the past 3 years compnred
with ax average of about 96 parcent in the hig};hemplnymant
peacetime years of the past 3 decades, 8 gpending-
ingome ratio was high in the 194750 period from
94 perceni to 98 percent. This was amoociated with the
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special entehing-up influences following World War 1T 4
consumers bovght goods unavailabls or in b supply
during the wor. As theas influences diminished in force in

the subsequent period, the spending-income ratis declined.

Consumers’ teking of total output

Ancther way of appraising the position of consumption is
to consider it in raﬂlt.iﬂu to mmﬂ?mput. Although total
personnl consumption expanditures ware ot o peak 10 1653,
their proportion to gross nations] produst was guite low—
63 percent. This compares with 69 percent in 1948, 71
percent in 1940, snd 76 percent in 1029. In Inet, in the
past three decades coly in the wor yenrs 1942-45 has the
eoneumer portion of tetal sales been lower than in the
Eorean period. :

This ratio in the past 3 Fears is a reflection of 4 shift iz tho
use of rescurces with more going to the rﬁﬂ‘?arnmenh military
programn snd less to private buying. The Foderol govern-
ment, a8 it stepped ug.atha defensa program, inereased its
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share of .total outpat ercent in 1950 to 16 t
in 19563. This was sccompanied by & reduction in the pro-
portinn of personal conswmption itures to gross

national product from 68 percent in 1950 to 63 percent in
1963, though sonsumption in over this d. The
proportion of investment to total produot declined modar-
a from 1950 ta 1953,

The sitn in Federsl government purchases was
accompanied by an ihoresse in personnl tax rates which
regulted in & much smoller incrense in disposable personal
income from 1B6Q to 1953 than in personal incoma, Thus,
wa the folluwin§ table shows, the decline from 1950 to 1953
in the ratic of consumption to persongl income—uamoly
& porcentage points—was the sume az the drop in the pro-
porition of consumption to gross naticnsl produat.

This com with s veduction of lees than 2 percentoge
points in the ratio of consumption to dispoanble income,
which decline accounted for an ingrense in saving redio.

When these ratios for 1963 are compared with 1029, the
shift is even mors pronounced—ihe retios of consumption
to gross notionnl product and. personal income declined by
almoat the same amount—aboui 12 percantnage pointa each—
whepaas tha ratio of consumption to disposebls income
dropped by lezs than 3 percentoge points.

This shift simply reflects the greaier imporbance of govern-
ment requirements now than o quarter of & cantury ago, a
diffarence neeounted for by defanaa neada sinea the growth of
other g:-vamment- servicea hns been in line over this periad
with the earlier trend. A reduction in government needs,

‘secompanted by a eut iti parsonn] toxes, would make possibile

u shift in resources to persensl consumption and a rise in the
propertion of the consumer's shave of the nationnl produat.

The shift in resource use may ba viewed in terms of the
long-run trend of the thres major components of nationsl
product—eonsumer purchuses, investznant, snd government
purchesos. In tha paat 50 years, ronl personel congumption

F ~ expenditures bave showm a persiatent long-term growih

averaging 2.7 percent per year, exclusive of the depression
vears of the th?rtiu and war periods,

Fluctuntions around this growth trand have been much lass
pranounced thon the awings around the lomg-term trend of
investment ang povernment purchasea—in other words con-
sumption has besn more stable than the other two. Real
investment has shown wide fivetuationa sbout o secular
growth trend which hos av & libtle more than 3 pernant
per vear, Govermment purchases of & and sarvicea, in
real terms, including the Federal and State and local govern-
mente, have for obyious reasots shown the moat pronounced
swings in war and defensa periods. Asida from such periods,
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however, these purcheaes have tended upword at an aversge
rato of about 4 percent per year. The trends of these thren
major sectors bavs comEine.d in & long-term growth of the
nation’s putput at a rate averaging 3 percent per year.
Between 1050 and 1953 reol Hﬁml comsumpiion expan-
ditures increased § percent. iz was & aomewhat slower
rete than that indiceted by tha secular growih, but even
with the rapid expansion of military needa duving this period
we werd able to expand real per capitn purchases of goods
gnd services by a modernte amount. investiment, which
; high rate in 1950 rose further in 1951
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to est government and other needs, and subsequently de-
ciined in relation to total cutput. Government purchases in
renl terms, oo the other . increased by four-fiftha,

The buying dollar

Some

nounced changes in the paitern of consumer

buying of Jdiferant goods and services have been evident in-

the caveral years. Ans the chart indicates, consumers in
1953 used 35 cents out of each dollay spant for food, alcoholic

} bever%na, nnd bobeceo—o proportion which was consider-

ably nbova prewar years; they apent 9 cents on clothing and
ahoea-beluﬂmthnh in the earlier postwar yeara a,ndqiﬁ the

Table 3. —Ferspnal Consnption Ewm as & Perosntoge of

Diapos Personal Incomn
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prewar period; they spent 11.5 cents on housiog, o larger
Proportion than in 1548, but smaller thon in the prewnr
peviod, It is interesting bo nole that the proportion spent
on the ¢ombined uuﬁeﬁrﬂi&s of food, beverages and tohacco,
elothing, and shelter been fairly stobls ip the past 25
yeors, exclusive of the war period—aversging around 55
cents put of anch dollar apent.
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Some shift hos also been evident from prewar in the
proportion going for autos and poaris—6 contz out of sach
sxpenditure dollar in 1953, compored with 4 cohts in 1929
pnd 1941. The proportion spent lor the remaining goods
and servicas ne a group hos been fairly constant since 1941,
although smoller than in 1929, The detailed eomposition
of this heterogensous prouping bas, of course, chenged

Soma of the changes noted have resulied from the fact
that consumers tend to spend proportionately mora on certnin
goods services hs moome mses, ‘This is the cass, for
example, for autos and parta and te @ lesser extent for spme
major {ypes of consumer durables. ) -

imilar shifts ers avident in econsidering the ratica ef
consumption by major catcgocics to dispossble perscnal
innqrrés. The following table shows these ratios for spenified
periods. -

Consumption-income relations

Expenditare-income relationsbips are useful in furnishing
guides to the eurrent patterns. Sl;gniﬁcm:lt shifts have at
times oceurred because of sperinl factors, and as o conse-
quenge, simple reladionehips, such ns ratics or linesr ro-
gressions, will not account for all of the changes.  Judgmoent

R L B IR L T el e R (e B BT o LT T SR £ Lo el el s Gl el g Bl L LA I

Shifts in Consumer Buying

Maijor groups of purchases as a percent of
tofal consumer expendiiures

e

1925 154] 948

OrrRE O WL TTOMGNTEE Y E &

e o= P et

1953

E4=13=&
must be used in selecting those years which sre not domi-
natad by spacizl nnd temporery influsnees, Alao, the vesults
Lave to be weighed with cora,

The short on page 9 shows the patiorn of consumpdion
in relation to dispospbic personal income for the periad
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Clothing buying relatively low

in contrast to food expenditures, consumers did not in-
.erensa their ﬂuﬂaﬁfur clothing wnd shoes in any consistent
" relation to the substantinl rise in income during the recent
post-war yenrs. As tha lower part of the chart indicates,
pxpenditures on clothing and shoes incrensed only 10 parcent
fromn 1946 to 1953 compared with the rise of 56 percent in
disposable personal mcome.

SURVEY OF CURRENT BUSINESS 0

These expenslitures varied by reintively small amounts in
the intervening yonrs. Az a result, the ratio of expenditures
for clothing ond shoes {o income haa fallen continually since
the envly postwar period. The 1953 ratio of B percent was
Iower than in any year in the past 25 years. Evamination
aof eales by kinds of apparel stores indicates that the expend-
iture-income rotios were relatively low for most types of
elothing, slthough bu‘ﬂ{.ng of women’s and children’s clothing
have Lield up better clothing for men,
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Personal Consumption Expenditures Related to Disposable
Personal Income — Current and Constant (1953} Dollors
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10 SURVEY OF CURRENT BUSINESS

For the remgining nondurabla goods entagories, which in-
clude expenditures for drugs, gasoline and oil, fuel,
gines, nawspapers, oie,, & sitmlar soslyeie indigttes thet the
combined expenditures for these groups hes paralleled the
movemsnt of disposable personal income both in the prewnr
ond posterar yanrs.

Buying of durable goods
Throughou} the postwar fpuriﬂd consumers Lave spent a

raleti high proportion of their income for durable gonds,
In thmh ew yetrs after the war this represented a filling

1 E L L S L AT e AT T LT s T e L o F T L T T T T DT f o DT e RS R

Personal Consurnplion Expenditures for Nondwable
Goods Related to Daposable Perzonal Income
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of war-accumulated deficiencies in addition to evrreat large
requirements for replacement and growth., In recont yews,
epending for aush goods bas continued o represont o

proporiien of disposable ineome thon in most of the pros.
perous prewnr years, DBeginning in the third quarter of
1053 nnd continuing through the first quarter of 1054, the
proportion spent for durable goods ensed downward, ap-
pronching the Fmportion spont in 1929 but remonining higher
then in any of the subsequent prewsr years. Appraisal of
the cwrrant rmie of huying is assisted by an examination of

the historice] patitern of such purcheses in relation to diepos-
able incoms,

Nature of demand

Yharable poods 'expeqdihureﬁ fire much movs sensitive than
ather conspmer expenditurss to chonges in income.  Further-
mora, the influence is felt more prompily, often in a same-

April 1954

what exa ted degree. These tendencies are shown j,
the chort % the drifts along the scals of the percentage lines
for the prewsr yetrs of rieing and falling inssmes. -

These adjustments appear to he derived in part from the
loog life of the s, ond the Hexikility of rep. ent, ong '
in part {frem the use of credit se an importsnt element in

ing purchases. Consumers are more willing to in-
crease ingtalment debt when income ia rising, and are moe
reluctont to inenr incrsaged indebtedness w ineoms ig.
clines ond prospects appenr less favorabls. Analyses of
voriove types of consumer durnbles suggest that thesa ip-
fluences are especinlly pronounced in tha ense of automohiles_

In the period befors World War T, Auctuations in the
purchaee of autamobiles weare much ter than changes ip
purchages of other consumar durables. Conswmera spent
twice as high o proporition of disposable income for antoms.-
hilea and parts 1 1929 us in the depth of the dapression in
1432, whoreaa the proportion spent for furnitare and home
furnishings was one-third higher. Automobile purchnse
were likewies more volatile during the recovery period of the
thirties nnd the recession after 1937.

Parsonal Consumption Expenditures for Burchle
Goods Related 1o Disposabsle Parsonal Income

ad T T ¥ T

B uARTERLY TOTALA, SEARDNALLY
ADJUSTED, A ANHURL FATIE

2e
|
iy
iz
1
8

1 1 :
10 50 200 30 oo |
QISPOSABLE PERSONAL IHOOME - BILLIONS OF DOLLARS

OFFRCE B MUAEHE STTWGTTS, & & B G PPRTIRE -
2

SREI N e AT 1 A, AL a8 T I e o Db ade <AUR 170 Ly e T T 1 LR

In 1953, consumers spent $13.6 billion for autes and paris,
nenrly balf of all consumer durabls poods purchesed -:Furi:ng
thot year. This was substantinlly more than in sny pre-

ing year, representing 5.8 porcent of disposable ncome.
Purchases doaclined in the latter part of 1963 nnd emdy 1954.
In the first quarier of 1964 thoy wera 10 to 12 percent helow
the un {avorchle sales of & yeor earlier.

For the prewar pericd, changes in purcheses of new nute-
mobiles con be largely explained in terms of the Iullnwin%
major faetors: (L} resl disposable income per hgusehold o
hoth evrcent and the preceding yaar: (2) automobils prices
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Personol Consumption Expenditures for Food (xchding desholic beveragas)
and Clothing and Shoes Related to Disposable Personal Income
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in relotin to conswmer prices; wad (3) scrnppoge age of
automobiles,

. in & lnrga potentinl market for automobiles.  Income
ia the most important factor and a continued high level of
income asatires o gizable volumo of car sales. In addition,
the Influence of changes in auto prices is alse importont.
Since sales of automobiles havea heen biph in the past seversl
yeare, the age-distribution of cavs on the rord has shifted
tawird mm'fmyounger onre and fewer older models. But
there are still about 10 million prewar cors in wse, the
youngest of which sve now over 12 years of age. This pro-
vides the basie for & large potential replacement mariet,

Stable purchases of furniture

Consumer buying of furniture and heuse furnishings hes
totaled about $12 bilion in each of the ]East. 3 years, tending
to drop o little in relation to dil;:roen le personal income.
Currently, the ratio of these sxpenditursa to insome of nbout
5 percaat is considernbly helow that of the immedinte post-
war yoors 1347-49, when consumers were filling bacldogs of
mnll.:g of the itams in thie group.  In the buying waves of the
thira quarter of 1950 and the first quarter of 1851, these
expenditures were up -sherply relalive to income and the
lower ratios since then bove in poart reflected some renction
to the stocking vp of these goods ot that time ps well as in
the Eriﬂr postwar years.

The ¢urrent ratio to ingome is about in line with those pre-
voiling in the year2 of the lota thirties, but below 1029 and
1041, Purchases of these B in the prewar yenrs showed
maoderately preater flustuations than disposable income.

In the uarter of 1654 major appliances ond TV pur-
chases wore about even with 2 year enrlier, and ﬂiggilf
highar than in the laster fpm't. of 1953 on s sensonally ed-
justed basis. For some of the products in thie group, how-
ever, thort-term fluetuations were great enough so thoi pro-
ducers wera not oble Lo fit their production achedule to
demand. This has brought erratio inventory movements
in relation to sales, Production was at o high rata early in
19563, and there wea considerable stock accumulation for o
number of the principal products in this group. Thia wos
followed by m substantial and general autback in produstion.
Though complete deteils are not availnble by products, in
same nstances atocks have bam pared ahntaerf» ¥,

This hos been notable in the ¢ase of television, where
atocls had risen and sales hod slackened in late 18#63. Produc-
tion waa sut back shorply townrd the end of 1853 and re-
mained low in early 1954, Retail salea were stimulated in
tha firat querter of 1954, parily by nggressive merchandising
ineluding substantin]l price reductions. Tha hulge in tels-
vision invemtories of last year has haen trimmed oway. Such
adjustient hea nat been general throughout the applience
fisld, though atoci:s had not risen so much in sthar lines and
hence there was less incontive for severs curtoilment.

Fwrniture buying eased off modeorntely in the lotter poré
of 1052 but was steady in early 1954, at about the level of &
¥ou' entlier. :

Services rise relative 1o income

Consumar axpenditures for servicss in the firat quarter of
1054 represenbed nearly one-third of dispoeable personcl
income. In the past 3 yeors such expenditures have tended
to rise gradually relntive to income with all major groupa of
services purticipating in the advance. The ratios to dis-
poanble income of recent yoars, however, wers s6ill bolow
those of most of the intarwor years.
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 Expenditures for services are gensrally not su sensitive Lo
income chonges as nre mony of tho categories of poods
purchoses. In periods of rapidly rising income, the ratio of
aervices expenditures to income tends to drift dﬂWﬂWﬂl‘dt in
contrast to durable %oods for which the ratio. tends to nae.
Part of this lag is due to the fact that expenditures for
gervices ore infleenced oot only by the income of the corrent
year, but also by incomes of preceding periods. Many
groups of servicea such sa private adwcation, household
utilitiea, and oertain {ypes of purchased transportation, are
quits sluggish in their responsa to incoma changea and it ia
only after o sustnined inecome decline that expenditures for
these groupe are appreciably curisiled. Alse, the long-run
seeulor uptrend contributes to the relative stability of many
of the gervices.

It is convenient to consider expenditures for services in
two catepories, namaly, expénditures vn housing and on sl
other types of services, 1853 exponditures for honsi
comprised one-thicd of the total service expenditures,
the remaining two-thirde represented a heterogeneous group
of items in which household operstion waa the largest
componant,

Bacausa of the diverse characier of the sarvices other than
housing, thers is & varioty of patterns of sansitivity to ehanpes
in ineome wmong the individual items, = As & proup, howayor,
such expenditures in the postwor period have followed n close
relntion to changes in disposable meoms—a relation which is
consistent with that indicated in the prewar pariod. Such
cxpenditures, however, are strongly influenced by the lavel
of ineome of the pracoding yvaar ne well ng that of tha current
voar. Thus, a r reletionship is obtained if the nvernge
of the current year and praceding yerr incomes is uzed instead
of juet tha surreni year. Becaunse of this lag, this group of
expenditures would tend to hold up even in the face of
moderate deolines in total ooonomic notivity. In the wod-
ariate business dacline of 1048-49, for example, expenditnres -
for these sarvices nciually increased.

Expenditures on housing have been about 10 percant of dis-

oble incoms in each of the years since 1049, This ratio
12 eongidernhly below that which prevailed in the prawar
FOOTS,

The lower ratio of recent years has been due in hﬁpmt
to thoe foct that rantz usually lag in perioda of price change,
ol Ghis s been droe in pecent periods of rent contrels.

Summary

1. Tatsl consumar axpenditures hLave boeen re]am
stable during tha poat 6 months. However, the prono
decline in durable goods purchases, though largely offset by o
rise in garn hns been one of tha influences lowering
amployment nod production. .

2. Consumption tends to accompany movements in dis-
?o-auble pereonal income, except in o fow periods when other
notors wers more dominant. Consumers shift their pur-
chases from time to time, howarer, among the various cite-
gories of zoods and services as s]:unn%h&s in ligquidity and in
their heldings of poode togethar with graduslly changing
habits, result in a reapportionment of their spending budgets.

3. Per copita covsumer expenditures in resl terms hove
been at a high rate in recent yesrs, so that the consumer
fored well despite tha diversion of resourcea to mili noeds,
However, the proportion of the nation’s output geing inte
perzonal consumption bes dropped eince 1050, besouse of the
much lerger proportion of resoutrces poing for defense.



